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Many state and federal health care reform effasigefocused on coverage — what to do about
the uninsured. The current discussions at thedtevel, and in many states, have increasingly
also focused on the interrelated issuesoserage, cosindquality and the growing awareness
that the health care delivery system — not jushiedth care coverage system, needs reform.
Still, most long-term observers recognize thatriheo to address cost, efficiency and quality,
major progress will need to be made in reducingitimaber of uninsured persons. Reducing and
eliminating the number of persons without healtte@verage is an essential element in
addressing many of the inefficiencies and costhencurrent system, including those that result
from uncompensated health care costs and cosirghift other purchasers because of services
provided to uninsured and underinsured persondemsate access to timely primary, preventive
and specialty health care for many people and skeofiexpensive emergency and inpatient
services that might otherwise be avoided througbrawed and timely access to care.

This background paper is focused on the currete sfecoverage in California and strategies
and opportunities for health care reform, beginnitp a discussion of coverage, but with
acknowledgement of the broader challenges faciadpéalth care financing and delivery system.

I. CALIFORNIA'S UNINSURED
According to the California HealthCare Foundati®HCF), over the past 20 years, the percent

of uninsured Californians under age 65 has contiriaeise as employer-sponsored health
insurance has declinédCHCF reported that between 1987 and 2007, empkpeansored

" Data Note There are two primary data sources profilingribure and extent of California’s uninsured
population: a data set developed by the EmployemfteResearch Institute's analysis of the U.S eBurof the
Census Current Population Survey, on which CHCiEsehnd a data set developed by the UCLA Centdféalth
Policy Research based on the annual Californiathléaterview Survey. The resulting number and tgpdata
available vary slightly between the two data dets,the broad profile and conclusions drawn, amctiands
observed over time, are essentially consistentcantpatible.
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coverage in California declined by almost 8%. Aligh CHCF found that increased enrollment
and eligibility for Medi-Cal (California's Medicaigrogram), and growth in individually
purchased coverage, partially offset the declineniployer-sponsored coverage, more than 20%
of Californians under age 65 remained uninsurechgwsome part of 2007. CHCF found that
from 2000 to 2007, the likelihood of being uninglirese for all age groups, except children
aged 20 and under, and the near elderly, those%iyéd. During this period, CHCF reports

that the largest increase of uninsured personsdras in the 45 to 54 age group.

The problem, though national, is more prominer€atifornia, which has a lower percentage of
individuals with employer-sponsored coverage ahdyhaer proportion of uninsured. California
has the eighth largest proportion of uninsuredhertation. Because of California's large
population, the number of people without insurathgeng some part of the year — 6.6 million
— is the highest of any state. Of the uninsure@aitifornia, 5.3 million were adults and 1.3
million were children.

CHCEF reported findings also reveal:

» Sixteen percent of California's uninsured are chitdand 70% of uninsured children are in
families where the head of the household has argeiad, full-time job;

» Workers in private businesses of all sizes are mxpeing an increased likelihood of being
uninsured, although the percentage of uninsure#t@vsiis most pronounced in businesses
with fewer than ten employees;

» Sixty-nine percent of uninsured families in Calif@ have incomes below $50,000, 38%
have family incomes below $25,000, and 54% of thiesured have annual incomes below
200% of the Federal Poverty Level (FPL) ($18,310aféamily of three in 2009)and,

> Nearly 60% of the uninsured in California are LatirHowever, unlike Latinos, whose high
rate of being uninsured (30% in 2007) has sligtdglined over the last seven years, the
likelihood of being uninsured increased duringghene period for African Americans,
Whites and Asians.

Potential Impact of the Current Economic Slowdowmlight of the current economic downturn
in California and nationally, the ranks of the wsured can be expected to grow as individuals
who are laid off or experience reduced work hoase lemployer-sponsored health coverage.
Losing a job often means losing health insurancéhi® worker and the family. In considering
the potential impact of the declining economy, @r¢ Kaiser Family Foundation (KFF) report
estimated that an increase in the national unemmoy rate from 4.6% to 7% would result in
5.9 million Americans losing employer coverage additional 2.4 million individuals on public
programs and an additional 2.6 million uninsure@%aincrease in the number of uninsured
nationally®> The report estimated that at 10% unemploymetiwmely, 13.2 million people
would lose employer coverage, 5.4 million woulddoeled to public programs, and the number
of uninsured would increase by 5.8 million, or 138y way of illustration, California's current
unemployment rate is 10.1%. Using the KFF estigjateCalifornia experienced a 13% increase
in the number of uninsured over the 2007 levels Jdkest year for which data is available, an
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additional 858,000 Californians could become uniedwas a result of the current economic
crisis. This magnitude of increase means thatf@ala's current number of uninsured could be
well above 7 million.

CURRENT SOURCES OF HEALTH CARE COVERAGE

The vast majority of Californians who do have healbverage obtain coverage through their
employer or as dependents of an employee. Fiftgrspercent of Californians have
employment based coverage; 16% get coverage thiatg public programs, such as Medi-Cal
and the Healthy Families Program (HFP); 3.3% thholegleral coverage programs, Medicare
and veteran's coverage programs; and, an estir@atédpurchase coverage through the private
individual insurance market. CHCF also reports tha sources of coverage shifted among
Californians during the period 1987-2007. Emplegfgonsored coverage declined as a source
of coverage from 64.6% to 56.7%, while governmemrsored coverage increased from 15.7%
to 18.4% and individually purchased coverage irsddrom 6.8% to 8.0%. During that time,
the percentage of uninsured increased from 17.620.20%6.

Employer-Sponsored Coverage

According to CHCF, over the three-year period 2Q087, an estimated 17.9 million
Californians were covered by employer-sponsoredttheaverage, 9.2 million as employees
(51%) and 8.7 million (49%) as dependents. Howgethere are differences in the availability of
job-based coverage offered by employers. Whilg 68P6 of employers with 3-9 employees
offer coverage, large employers above 200 emplogppsach 99-100% that offer coverdge.
The probability of California firms offering covegea also varies widely by workforce and wage
characteristics. While 76% of higher-wage firm&eptoverage, only 27% of low-wage firms
offer coverage. Firms with many part-time workeffer coverage at a lower rate (53%) than
firms with fewer part-time workers (71%).

Existing Public Coverage

The Governor's 2009 Budget estimates 942,000 emldill be enrolled in HFP by June 30,
2010, and approximately 7.1 million individuals Make enrolled in Medi-Cal on that date. The
2007 California Health Interview Survey conductgdiire UCLA Center for Health Policy
Research found that, of the individuals who wernmsuredat the time of the surve§83,000
were children and 4.1 million were adultsSlightly over one half (56%) of the 683,000 cheid
were eligible for either Medi-Cal or HFP, but oly6% of adults were eligible for Medi-Cal.

As a result of case law, and state and federal, laliggbility rules for Medi-Cal are complex and
based on multiple factors primarily related to imen property, household composition,
residency, age and/or health condition. Therecareently more than 170 "aid codes," or
eligibility categories, in Medi-Cal. Generally sii@ng, low-income citizen children are eligible
for Medi-Cal as follows: infants in families withéomes less than 200% FPL; one to five year
olds at 133% FPL or less; and, six to 18 year atd€00% FPL or less. Low-income adults can
be eligible for Medi-Cal under a variety of progmaprimarily designed for disabled persons.
Generally speaking, adults between the ages oh@564, without children, who are not
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pregnant, blind or, disabled, and who do not haveaf several specific health care needs
outlined in statute (such as dialysis, tuberculdsisast and cervical cancer treatment, etc.) are
not currently eligible for Medi-Cal. Federal Medid funds are not available for full coverage of
undocumented persons in Medi-Cal.

HFP currently covers children in families with imges that are less than or equal to 250% FPL
but too high to qualify for Medi-Cal, (except fdnitdren up to age 2 born to women enrolled in
the Access for Infants and Mothers Program). Hpifti@s income deductions that are
applicable to children for Medi-Cal purposes inadgtining that a family's income does not
exceed 250% FPL for purposes of HFP eligibilityed€ral State Children's Health Insurance
Program (SCHIP) funds are not available for ful@age of undocumented children in HFP.

Individually Purchased Coverage

While the majority of those with health insurandxain that coverage on the job, individual
coverage is the main alternative for those not méhrough employment and who are
ineligible for publicly subsidized health coverageHCF reports that, over the three-year period
2005-2007, an estimated 2.8 million people in @atifa were covered in the individual health
insurance market. According to CHCF, the costsookrage and care represent a large share of
income in this market. In 2006, CHCF found that a single person with i@medhousehold

income ($30,623) buying coverage in the individuarket would have spent 16% of income on
health care expenses. In addition, those purcha&sinerage through the individual market bear
a greater share of the costs of care. Insurancered 54.6% percent of a typical consumer’s
medical bills in the individual market, compare®®3% of costs for those covered by a plan
through a small employer group. For those indigldwvith chronic conditions, annual out-of-
pocket medical expenses are high. For example,Foidnd that in 2006, a person with
diabetes spent an estimated $3,275 — above anatélye health insurance premium — if
covered through the individual market, comparefiitd 01 if covered through a small group.

According to the Kaiser Family Foundation (KFF) ihdividual insurance market can be a
difficult place to buy coverage, especially for peowho are in less-than-perfect health. Access
to and the cost of coverage is very much depermeatperson’s health status, age, place of
residence, and other factors. Common circumstdeee#ng people to seek such coverage
include self-employment, early retirement, workpayt-time, divorce or widowhood, or “aging
off” a parent’s policy. Insurance carriers in thdividual market often decline to cover people
who have pre-existing medical conditions, and evban they offer coverage, frequently impose
severe limitations on the coverage for any experedated to the pre-existing condition or
charge more to individuals because of their medicdbry. This can price insurance out of the
reach of many consumers in poor health or cregtefsiant gaps in coverage for individuals
who end up with exclusions related to prior illressr very limited benefits.

OPTIONS AND APPROACHES FOR EXPANDING HEALTH CARE CO VERAGE

A wide range of policies and strategies, and coatimns of specific strategies, to cover the
uninsured have been put forward at both the staddederal levels. The proposals range from
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incremental changes to major restructuring of thalth care system.

At the state level, states have considered anceimghted a variety of strategiesn an effort to
expand access to coverage, many states have swaigets from the federal Centers for
Medicare and Medicaid Services to expand their Rediand/or SCHIP programs to
populations that typically are not eligible to reeebenefits. States have also focused on
strategies designed to lower the effective priceaverage, either by making reduced-price
coverage available or by providing subsidies oemtives for the purchase of private insurance.
Other strategies that states have used includsueince (discussed below), high-risk pools,
broadening requirements for dependent coverageg@ugh purchasing arrangements.

Increasingly, policymakers have come to understhatithe challenges states face in reforming
health care cannot be addressed simply by focusingpverage and access issues. However,
there is also increasing recognition that covemgmnsions are necessary to have an effective
and efficient health care systénConsequently, many states are combining covezagansions
with strategies aimed at improving the health csalevery and financing system while

controlling costs as well. Likewise, states arsdestrating an increasing awareness that reform
efforts targeted to cost containment can also pterhealthy behaviors and more effective
management of chronic conditions.

In Approaches to Covering the Uninsured: A GuidEF suggests that the variety of policy
strategies and approaches to solving the probletmeafininsured can be organized into four
categories, which may be proposed in some combimati

= Strengthen current coverage arrangements;

= |Improve the affordability of coverage,;

= Improve the availability of coverage; and,

= Change the tax treatment [or] financing of heaigurancé.

Strengthening Current Coverage Arrangements

One approach to increasing the number of indivelwath health insurance is to build on and
expand one or more of the current sources of cgeerdhis approach would involve efforts to
expand employment-based coverage, expansion direxublic coverage programs and/or
potential reforms to strengthen the individual Heasurance marke?.

Build on Employment Coveragé\ccording to KFF, there are two basic ways tiddoon the
employment-based coverage system: mandates andirese Employer mandates require all
employers (or some subset of employers) to offaitheoverage to their workers.
Alternatively, rather than mandating employer cagey, either a pay or play, or an employer
spending obligation, may require employers to papexified minimum amount toward
employee health coverage or pay a similar amouatdesignated public fund or program that
will make health coverage available to workers. éWhktates consider establishing employer
health care obligations, the proposals must beedan the context of the federal Employee
Retirement Income Security Act of 1974 (ERISA). IER generally allows states to regulate
the business of health insurance but generallyipitshstates from requiring employers to
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provide health care coverage or specifying the fisrt@at must be provided by employers.
ERISA has been the subject of a number of coulsaes. ERISA presents complex legal
considerations for states looking to include emetdijnancing in initiatives to expand access to
health care.

Financial incentives for employers to increase cage usually take the form of tax credits,
which offer subsidies for employers providing cage. Financial incentives may be focused on
assisting smaller or lower wage firms or targetedrhployers who have not previously provided
coverage. Targeting financial incentives for emgplocoverage necessarily involves
consideration of how to balance the goal of expagdbverage with whether the incentives
reward or penalize employers already contributonthe cost of employee health coverage.

Build on Public CoverageAnother way to build on the current sources of cage is to expand
existing publicly funded coverage programs. InifGaiia, the largest public coverage programs
are Medi-Cal and HFP. Expansion of public progganthe state level builds on the existing
state and federal infrastructure which alreadytexaad has the potential to increase federal
funding for the state's coverage effort. Exparsioincoverage can increase income eligibility
for groups that are currently covered, such asladnl, pregnant women, parents of covered
children and/or low-income seniors and persons dighbilities. States can also consider
development of federal Medicaid waiver programs thduce or eliminate some of the
categorical eligibility constraints in the fedepsbgram, allowing states to cover everyone at or
below a certain income threshold. In additionxpanding eligibility, states may also
implement outreach and enroliment strategies teeage the number of low-income eligible
children and other groups who are eligible forehesting programs but not enrolled.

Build on Individual Private Coverage The third approach to building on current sosrae
coverage is to enact reforms that strengthen fieetefeness of the individual private insurance
market in meeting the coverage needs of uninsugesbps. Individually purchased health
insurance is currently the only source of coverfagéhose who do not have job-based coverage
or who are not eligible for public coverage progsant he regulatory reform efforts affecting
individual coverage attempt to address problenteerexisting market. For example, the
individual market is characterized by lack of aahility or wide pricing differentials for those
with pre-existing medical conditions or who are sidered by health insurers to be potentially
high-risk. The benefit offerings in the individuakrket are often complicated and difficult to
understand, the coverage options may be less chepsve for many and for many individual
insurance products, there is a very low share efprm dollars that actually go to paying for
medical services, as opposed to administratives@sd profits, compared to employer
coverage!

Elements of individual market reform might incluolee or more of the following: guaranteed
issue and renewal, requiring health insurers terathd renew coverage without regard to the
health status of the individual purchaser; rateguirements which limit or prohibit premium
variations in the market based on factors suclgasgender, geography or health status;
standardization of benefit designs and/or establisiminimum benefit levels that health insurers
must offer; establishing minimum medical loss rafithe percent of premium that must be spent
on medical care); and/or establishing and fundapgpsate coverage programs for high-risk



Assembly Health Committee
Tuesday, March 10, 2009
Page 7

persons and persons with pre-existing conditiomsiegimes referred to as a "high-risk pool.” In
California, the Major Risk Medical Insurance PragréMRMIP), administered by the Managed
Risk Medical Insurance Board (MRMIB) serves ashhbalth insurer of last resort for individuals
denied private individual coverage.

Improving the Affordability of Coverage

According to KFF, no coverage expansion is feagbleustainable if the affordability of
coverage is not address€dWhile broad-based cost containment strategiesaararray of
policies and programs to reduce health care costhealth care cost inflation, will likely be
considered in any health reform effort, focusingaffiordability as a way to cover more
uninsured people generally leads to consideratidwm basic strategies: subsidies for coverage
and/or offering lower-cost coverage products.

Offer Subsidies The most direct method for making coverage nafi@dable is to provide

direct financial assistance to help individuals &rdilies purchase coverage in the form of
subsidies. According to KFF, the most common meismas proposed for subsidies are tax
deductions, refundable tax credits, or direct slibsi Subsidies can be made available to
individuals based on income level, based on argidcale related to income, or calculated as a
percent of premium for purchased coverage.

Offer Less Expensive Product§his strategy is to allow and/or facilitate thesgyn and offering
of less expensive insurance products. Generaflglspg, health coverage products with lower
premiums cover fewer benefits and require consutogpay higher cost sharing in the form of
deductibles, copayments, coinsurance and otheofgpbcket costs, including covering out-of-
pocket the costs for health care services not eaviera more limited benefit plan.
Understanding the impact that lower cost and Idvegrefit plans have on affordability of
coverage necessarily requires consideration offaaé¢ out-of-pocket costs individuals will bear,
including both premium payments and the cost-shalaments of the plan.

Provide for ReinsuranceAnother strategy to improve affordability of @eage is to provide
some form of reinsurance, subsidy and/or poolimghigh cost claims. The goal of reinsurance
is to lower overall health insurance premiums Ryssdizing in some way, such as direct state
subsidy, purchase of reinsurance, or pooled payraamoss all purchasers, the costs associated
with high cost individuals and catastrophic casBise concept of reinsurance flows from the
persistent data which shows that a very small ptapoof any population (10-20%) accounts

for the bulk of health care costs (80-90%), regessllof source and type of coverage. Higher
costs are generally incurred by the health careesy$or persons with debilitating and often
multiple chronic illnessegeople with cancer, premature babies or individuatls other life-
threatening diseases, people needing end-of-life aad victims of terrible accidents.

Improve the Availability of Coverage

In order to ensure broad coverage, health insuranust be readily available as well as
affordable. Generally speaking, large employeesadnle to purchase or provide health care
coverage for their workers, but the markets forlseraployers and individuals present barriers
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to affordability and, in the case of the individumaérket, many potential buyers will be locked
out of the market entirely because of their hesi#ttus or prior claims history.

Create Or Provide Access To Large Purchasing PoGlse way to address the problems of
availability and affordability of coverage, partiatly for small employers and individuals, is to
establish new or provide access to existing latgehmasing arrangements. These arrangements
have many names: purchasing cooperatives, exchgngas, or connectors. Purchasing
cooperatives may be proposed on a state, regiomatmnal basis. The idea is that the
cooperatives arrange for or offer coverage foekdjible employers and individuals and by

virtue of the number of purchasers buying toge#inierbetter able to negotiate or offer lower
prices than small employers or individuals mightadt on their own.

Mandate Individual CoverageOne way to ensure individuals have coverage &stablish a

legal requirement that every resident obtain adeqoigvate health insurance coverage, typically
referred to as an individual mandate. Proponetiseoindividual mandate argue that mandates
respond to a legitimate concern about "free ridensinsured persons who nonetheless receive
treatment when they get sick, in emergency roomstlamough other uncompensated or reduced
cost care, resulting in additional costs being @ass to taxpayers, purchasers and individuals
with insurance. Proponents argue that those n@dy to go without health insurance are the
young and relatively healthy and that for thesengpunealthy individuals, going without health
insurance is often a logical economic decisione pfoblem with their choice, proponents argue,
is that it leads to a form of adverse selectiofiowing the young and healthy to stay out of the
insurance pool typically results in higher insupcemiums for those who do buy coverage
because the remaining insurance pool is older aoé gostly to insure. Finally, proponents
argue that in the context of an individual mandi® possible to impose stricter rules on
insurance carriers, such as requiring them to gueeassue of coverage to everyone, because
concerns about potential adverse selection areceedu

Opponents of an individual mandate argue that iddals, including young and healthy persons,
are most likely uninsured because they cannot@timbuy meaningful coverage or are being
denied private coverage because of pre-existinfjrheanditions. Opponents argue that
imposing a mandate does nothing by itself to sigaiitly improve affordability and that the
majority of uninsured persons will need some fofraudbsidy or government-sponsored health
plan in order to comply with a mandate. Mandateam@nts argue that requiring individuals to
buy coverage on their own is inefficient, does Immte the same tax advantages otherwise
available for employer coverage, has higher sellimgfs and reduces the purchasing clout
typically associated with buying group health irmswe. Opponents are also concerned that a
mandate can only be enforced through punitive astlycpenalties or expensive government
bureaucracies that come at the expense of thegmsgthat actually provide health coverage.
Finally, some opponents of the mandate view thairements as unacceptably providing the
health insurance industry with a captive market thast seek out and purchase their product.

Expand High-Risk PoalsAnother strategy KFF identifies as a way to nefahe underlying
individual market and improve the availability average is to establish or build on high-risk
pools. High-risk pools currently operate in 34etaincluding California, and provide health
coverage to individuals considered medically uniable (or who meet other eligibility
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requirements) and who are generally unable to @selprivate individual coverage.
Theoretically, allowing insurers to exclude suctiwduals from coverage keeps average
premiums in the remaining market lower, while silsuring that those who are most likely to
need protection have a viable coverage option.

California's program for medically uninsurable pers, MRMIP, provides individual coverage
through private health plans for those whose apptias for private individual coverage are
rejected by health insurers because of the indalisithealth history or health status. MRMIP is
administered by the MRMIB, which also administeisFHd MRMIP subscribers pay relatively
high premiums, which are set in statute at 1258%/70f private market rates, and receive
coverage that includes an annual benefit cap ofd®5per year. Premiums vary based on the
age and region of the subscriber and the healththley choose. MRMIP has served nearly
100,000 individuals since its inception in 1991, bat much of that time, there has been a
waiting list for the program. MRMIP premiums at#sidized through the Cigarette and
Tobacco Surtax Fund (Proposition 99). Becaus@tbposition 99 appropriation
(approximately $40 million per year) is limitedettotal number of individuals who can
participate in MRMIP depends on available funding.

Change the Tax Treatment of Health Insurance

Most of the major policy choices related to thett@atment of health insurance surround the
way that the health benefits are treated for puepad federal taxes. The federal tax code
currently provides an incentive for employers angpyees to arrange for health care coverage
in the workplace because employer payments fotlneale are tax-deductible for employers
and not treated as taxable income for employeese$he 1950s, these tax incentives have
encouraged and subsidized the employment-basecdmsimarket, making it the dominant
source of coverage. Among other things, the treatraf existing tax benefits for employer-
sponsored coverage has been criticized as sulvgjcemployers and employees with the richest
benefits and those at the highest incomes, whiladdiantaging those without employer coverage
who purchase coverage on their own and must papreiiums with after-tax dollars.
Incremental approaches to changing the tax tredtofdrealth benefits include providing the
same tax benefit for individual purchasers as theseiving employment-based coverage and
capping the amount of employer benefits not suligetdxes.

Moving Away from an Employer-Based Coverage System

Another set of broader changes would move entaelgty from the current employer-based
delivery system for health care coverage.

One strategy toward that end would replace thaptaference for employer-sponsored coverage
with a tax credit or tax deduction for individuafpyrchased coverage. One advantage of this
approach is that a refundable tax credit is avhalathether a person owes taxes or not and could
be made available even for those who do not pagstard are at lower income lev&isOne
potential disadvantage is that this approach relrean individual health insurance market that
has significant constraints and limitations, in@hgdnotably higher administrative and marketing
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costs, and the loss of group purchasing opporasitiat can reduce premium costs.

Single-Payer Health CareSingle-Payer health care would essentially reptaceent sources of
coverage and financing of health care for thoseeuade 65 with a government-organized plan,
funded in whole or in part through public financinigstead of financing health care through
employer and employee premiums, Single-Payer heat#n proposals generally assume funding
through income, payroll and other general taxe®péhents of Single-Payer argue that such a
plan would guarantee coverage for everyone, andge@overage in a manner that would be
more efficient, and less costly, than the presgstiesn. This approach is sometimes referred to
as "Medicare for everyone." Generally speakinggle-Payer health care anticipates that the
government would finance the care, with the headile delivery system remaining largely
private. In most Single-Payer proposals, privaalth insurers would be able to sell "add on"
and supplemental coverage, but would otherwisexblei@ed from maintaining a private market
for basic health insurance. As KFF points out,tthasformation of the health care financing
and delivery system envisioned by a Single-Paypragth would require major cultural and
administrative shifts for government, providersurers and the public.

IV. RELATED LEGISLATION

1) AB 1314 (Jones) would require the Department ofltie@are Services, in consultation with
the Legislature, to develop and submit a waiveh&federal government that would
accomplish various objectives, including but notited to, expanding health care coverage
to low-and moderate-income children and adultsycedy the number of uninsured and
maximizing federal funds.

2) SB 1 (Steinberg) would: a) expand Medi-Cal and tekgibility to cover all children
regardless of immigration status with family incaa or below 300% FPL; b) established a
HFP Buy-In Program for children in families withcommes above 300% FPL,; c¢) establish
various presumptive eligibility programs; and deatnline enrollment and retention with the
goal of keeping more children covered.

3) SB 56 (Alquist) would make legislative findings asheclarations regarding health care
coverage and would declare the intent of the Lagiisé to enact and implement
comprehensive reforms in the state’s health cdreaig system, as specified.

4) SB 92 (Aanestad) would establish the Healthcaredrason Act (Act), and would use tax
credits, health savings accounts, reinsurance ptegdiort reform, and electronic medical
records to make reforms to California’'s health sgstem. The Act also makes significant
changes to Medi-Cal.

5) SB 810 (Leno) would establish the California Heedite System to be administered by the
newly created California Healthcare Agency underdbntrol of a Healthcare Commissioner
appointed by the Governor and subject to confiromaliy the Senate. SB 810 would make
all California residents eligible for specified ltbacare benefits under the California
Healthcare System, which would, on a single-pagsid) negotiate for or set fees for health
care services provided through the system and lpayp< for those services. SB 810 would
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establish a Premium Commission to recommend presitorsupport the program and
remaining elements of the proposal would only bexoperative on the date the Secretary of
California Health and Human Services notifies tiegiklature, as specified, that sufficient
funding exists to implement the program.

V. PREVIOUS LEGISLATION

1)

2)

3)

4)

5)

AB 1 X1 (Nunez) of 2007 would have enacted the fGalia Health Care Reform and Cost
Control Act and created the California Cooperatilalth Insurance Purchasing Program
(Cal-CHIPP), a state health care purchasing prodgogpnovide coverage to specified
employees, individuals eligible for new expandetlgucoverage and individuals who

would have been newly eligible for a tax credit&dray health insurance costs. AB 1 X1
would have also established various health coghoaunent measures and private insurance
market reforms and included several financing elemthat would have been subject to
voter approval on the November 2008 statewide bald 1 X1 failed passage in the Senate
Health Committee.

AB 8 X1 (Villines) of 2007 proposed multiple, diger strategies to address health care costs
and access, including: tax incentives and governiprargrams to promote and facilitate
consumer-directed health care and employer-spotisasarance; allowing the sale of out-
of-state health plans and policies not subjechio@alifornia law or regulation; increasing
Medi-Cal provider reimbursement rates and creaimghcome tax credit for physicians who
provide unreimbursed care for the uninsured; eistaibg a mechanism for financial aid for
training physician assistants; and, requiring fatimh conversions to provide direct medical
care. AB 8 X1 failed passage in the Assembly He@lbmmittee in November 2007.

AB 1 (Laird and Dymally) and SB 32 (Steinberg), taimilar bills introduced in 2007,
would have: a) expanded Medi-Cal and HFP eligiptiit cover all children regardless of
immigration status with family incomes at or bel8@0% FPL; b) established a HFP Buy-In
Program for children in families with incomes ab®@% FPL,; c) established various
presumptive eligibility programs; and streamlinedadment and retention with the goal of
keeping more children covered. Both bills passedLiegislature but were not sent to the
Governor.

AB 2 (Dymally) of 2007 would have revised and rastured MRMIP, which provides
subsidized individual health care coverage for madtyi uninsurable persons. AB 2 would
have secured additional funding and coverage foMVHReligible persons by requiring all
health plans and health insurers selling individusderage in the state to accept assignment
of such persons or to support the costs of MRMtBubh a per person fee on individual
health plan contracts and policies. AB 2 woulddlave enacted specified program changes
related to eligibility, benefits and program adrmatration. AB 2 was vetoed by Governor
Schwarzenegger.

AB 8 (Nunez) of 2007 would have established thef@alia Cooperative Health Insurance
Purchasing Program (Cal-CHIPP) as a state puraipasiol administered by MRMIB, to
negotiate and contract with health plans and héadtlrers to provide health insurance for
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employees (and their dependents) of employers \dubegl to pay a fee to the state in lieu of
making expenditures for health care for their erpeés equal to a specified percent of wages
paid by the employer. AB 8 excluded very small bovd-income employers. AB 8 also
would have extended coverage to parents and chilgnder 300% FPL through Medi-Cal

and HFP, and covered the children regardless ofignation status. Finally, AB 8 included
health insurance market reforms, uniform benefigies and specific cost containment
strategies. AB 8 was vetoed by Governor Arnoldvigotaenegger.

6) SB 48 (Perata) of 2007 would have established #edthl Insurance Connector as a health
insurance purchasing pool administered by MRMIRI aould have required employers to
spend a designated amount on health care for eegdayr elect to have that health coverage
provided through the Connector. SB 48 mandatetdathamployed persons have health
insurance either through their employer or purctiasetheir own. The mandate covers all
workers and their families. SB 48 would have edezhcoverage to parents and children
under 300% FPL through Medi-Cal and HFP and inaduuealth insurance reforms in the
state purchasing program and numerous cost congainsirategies. SB 48 was amended to
deal with another subject.

7) In 2007, Assembly Republicans introduced a 17daittkage of proposed reforms that
included access to health savings accounts, dedeagulation of insurers, fewer insurance
mandates, and a state insurance exchange fordodig, expanded state tax deductions for
medical expenses, and combined health and workenpensation insurance policies. Eight
of these bills were not heard at the authors' reiqu@f the remaining bills, two were passed
by the Assembly, AB 1559 (Berryhill), Chapter 712607, which expands nursing
education programs, and AB 1304 (Smyth), relatezbtemic upgrades of hospitals, which
was not heard in Senate Health Committee at theestapf the author.

8) In 2007, Senate Republicans introduced a seribdl®fand a reform plan that would have
relied on tax incentives, redirection of existirgplth program funding and increased
availability of community and primary care clinicsexpand access to health care. The
proposals included seeking voter approval to retlegisting tobacco tax revenues away
from existing programs to children's coverage aondld have reduced Medi-Cal benefits
with the stated goal to make them more like whapleged persons have in their job-based
coverage; increased Medi-Cal provider rates owgrtgiears; and reduced regulation of
health insurance carriers to allow greater flekipih the health insurance market.

9) SB 840 (Kuehl) of 2007 would have created the Galifh Healthcare System (CHS), a
Single-Payer health care system, administered & #lifornia Healthcare Agency
established in SB 840, to provide health insuramserage to all California residents. SB
840 would have required the CHS to become operathaen the Secretary of Health and
Human Services determined the Healthcare Fundlestad for the program had sufficient
revenues for implementation. SB 840 was vetoe@dyernor Schwarzenegger.

10)SB 1014 (Kuehl) of 2007 would have funded the lneedire system proposed in SB 840
(Kuehl) through income, self-employment, and pdysotes. No vote was taken on SB 1014
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in the Senate Revenue and Taxation Committee.

11)SB 840 (Kuehl) of 2006, a Single-Payer bill, watoeel by Governor Schwarzenegger. In
his veto message, the Governor argued that SB 8&ldwesult in an extraordinary
redirection of public and private funding and atvaswv bureaucracy, and that the preferable
approach would be to promote personal responsilaiht to build on the private and public
systems already in place.

12)SB 921 (Kuehl), introduced in 2003, would have lelsthed a Single-Payer health care
system in California. SB 921 passed the Senatdhendssembly Health Committee and
died in the Assembly Appropriations Committee.

13)SB 2 (Burton), Chapter 673, Statutes of 2003, ehitte Health Insurance Act of 2003, a
"pay-or-play" approach, to provide health coveragemployees (and in some cases their
dependents) who do not receive job-based coveradjerbo work for large and medium
employers. SB 2 was repealed by Proposition ¥@ter referendum on the November 2004
ballot.
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